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FINANCIAL HIGHLIGHTS 


Year ended September 30, 1974 Year ended September 30, 1973 
(in thousands of dollars except for per share information) 
Manufacturing Real Estate Total Manufacturing Real Estate Total 

SATE S ee ee rere ue Gah aa ie RR at a ete mes cee pe $ 13,864 $ 9,192 $ 23,056 $ 8,403 $ 6,537 $ 14,940 
NET EARNINGS BEFORE 

REFLECTING AFFILIATED COMPANIES ...................00. $ 250 $ 236 $ 486 $ 71 $ 26 $ 97 
NET EARNINGS mites seteaete ret trance car, eerie nen Tay $ 184 $ 252 $ 436 $ 46 $ 179 $ 225 
ORDEREBACKEO Gite cimerectee eerie nen, ene eee anti $ 19,500 $ 26,255 $ 45,755 $ 21,600 $ 25,000 $ 46,600 
EARNINGS PER COMMON SHARE 

(after deducting dividend requirements 

on preference shares in 1973) .o..........ccccccceseeeteeesteeees $ lie $ .09 
WORKINGECAPITIA Lge cet eincaite ces tae tee eee $ 4,016 $ 4,232 
NEWSEAGCIEDIIES -ANDZEQUIPMEN lise eee core $ 266 $ 239 
EONGOTERMED EBC ess trccrs tir cre verre ea ei man $ 2,629 $ 3,140 
SHAREHOEDERS: EQUITYCAT YEAR END (220. ee $ 4,744 $ 4,308 
COMMON SHARES OUTSTANDING AT YEAR END ........ 2,521,000 2,521,000 


COMMON SHAREHOLDERS’ EQUITY PER SHARE .......... $ 1.88 $ elie 


PRESIDENT’S LETTER 


TO THE SHAREHOLDERS: 


Consolidated sales for the year amounted to $23.1 million compared to $14.9 million for the pre- 
ceding year. Net earnings were $436,000 compared with $225,000 last year. 


FLEET INDUSTRIES, Manufacturing Division 


Sales increased by $5.5 million and average employment was up from 458 to 681. The net profit 
was $250,000 compared to $71,000 last year before reflecting the results of the affiliated companies. 
Included in expenses for the year are amortization charges of Lockheed L1011 and Boeing 707 
preproduction costs of $816,000. These are treated as deferred charges in the accounts and are 
being amortized as units are shipped. In the case of the Lockheed program, the amortization rate 
in 1973 was based on the original projection of 352 aircraft. However, orders for these aircraft have 
not developed as quickly as anticipated and the amortization rates have been revised so that pre- 
production costs will be fully amortized on shipment of 201 units. This acceleration of amortizing 
deferred charges resulted in a charge against income before taxes for 1974 of $205,000 for units 
shipped in prior years. 


The order backlog at the year end was $19.5 million with future options not yet booked, valued at 
$19.4 million. The most significant unknown factor for the coming year is the de Havilland DHC7 
STOL aircraft. Fleet has now completed the preproduction tooling and a major part of the bonded 
components for the prototype DHC7. This program is financed to the extent of 80% by the Federal 
Government and 20% by the participants. As a matter of prudent policy, Fleet’s expenditures of 
$100,000, which are to be recovered from the first 100 production aircraft, have been written off 
against earnings. The Federal Government, now the owner of de Havilland, is expected to make a 
production decision in the near future. The Air Transit experimental STOL service between Ottawa 
and Montreal has been an outstanding success, which is encouraging. 


Other major aircraft programs such as the Lockheed L1011 and the Boeing 707 will be on reduced 
schedules in 1975, the exceptions being the McDonnell Douglas DC9 and the de Havilland DHC5 
Buffalo and DHC6 Twin Otter. No new orders are anticipated for the Bell Air Cushion Vehicle but 
follow-on orders from Lockheed Electronics for cabinets and reflectors for the U.S. Navy fire control 
system are expected. Throughout the year, Fleet met production schedules in spite of ever increas- 
ing procurement problems while maintaining high quality standards. Our efforts to obtain additional 
contracts will be assisted by the recognition of our performance, particularly by the prime aircraft 
manufacturers, Boeing, Lockheed and McDonnell Douglas. 


Future results at Fleet will be handicapped by decreased activity and by continuing shortages and 
price escalations. Our labour contracts, which expired September 30, 1974, have been negotiated 
for a further two years generally in line with comparable industrial settlements but it should be 
noted that the cost of living clause has resulted in hourly increments greatly in excess of our 
estimates with no signs of any relief. 


RONARK DEVELOPMENTS, Real Estate Division 


On sales of $9,192,000, the profit was $252,000 compared to $6.5 million and $179,000 for the pre- 
vious year. This improvement, while less than anticipated, was accomplished in spite of an increase 


RONYX 


in construction costs in excess of the overall inflation rates, record high interest rates, the uncer- 
tainty created by new Ontario Government land taxation policies and the delay in a new Federal 
Budget. 


At the year end, Ronark had 755 housing units under construction which included 228 condominium 
townhouses in London and Kitchener, a contract for 53 townhouses in London, 166 single family 
homes in Wallaceburg, Woodstock and Chatham, 217 senior citizen apartments in London and a 
91 unit senior citizen apartment building in Sarnia. Only 10 completed units were unsold. 


The value of uncompleted projects under way as of October 1, 1974 and work to be started in the 
year amounts to approximately $26 million. The distribution by types expressed as a percentage 
of sales is 
Gontract NOuSIMG: aceon eee ete ae eee eee 2 
Condominiuinieeeseee seme ee j 
Single: family cerca. canes taceneceaeamnee dace eee aeons ee cece eae eer 


Most of the condominium and single family projects, with a sales value of $18 million approximately, 
are designed for low and middle income groups and thus they qualify for various assistance pro- 
grams which provide, among other advantages, mortgage loans at more favourable interest rates. 


During the year, our base for future growth was improved. In London, Ronleigh Properties Limited, 
a 50% joint venture, submitted a draft plan on 135 acres providing for 1,145 low rise housing units 
of various types. In Brampton, on Calvert-Dale Estates Limited property, another 50% joint venture, 
a draft plan has been submitted to the Minister of Planning. The first phase, comprising 224 town- 
house units on 15.7 acres, should start in the late spring of 1975. A joint venture with Ellis-Don 
Limited in London, involving luxury high rise apartments, has been deferred for the time being. 


Arkton Corporation Limited, jointly owned by Ronyx and Sifton Properties Limited, is developing 23 
acres of land on Lake Worth in North Palm Beach, Florida. There are 54 units under construction 
with 17 sales to date. The season is just opening and sales in the area are slow. However, ‘‘Twelve 
Oaks” is a low rise concept on a site with many original trees and natural features fronting on Lake 
Worth with excellent prospects for a marina permit. ‘General acceptance by the public is enthusiastic 
but, with the present conditions in the U.S. real estate market, it is not possible to predict whether 
the original three year time table for the total project comprising 351 units is realistic. 


SANDTRON ELECTRONIC INDUSTRIES LIMITED, Affiliate 


This Company, which in the past placed greater emphasis on custom engineering service, has 
redirected its efforts to producing a modular family of digital process controllers and a new line of 
photoelectric logic modules. This will permit better and more efficient adaptation of the products 
for specific industrial needs. At the same time, manufacturing processes have been revised and 
production techniques improved in anticipation of increased sales. 


An independent market survey has been undertaken to evaluate the potential of Sandtron’s products 
in the U.S. market and the initial findings appear favourable. A satisfactory market in the U.S.A., 
coupled with increased potential in Canada through additional distributors, should provide a sales 
base for a viable operation. 


Generally speaking, in all divisions, a conservative approach has been taken, thus permitting man- 
agement to adapt to rapidly changing conditions in this time of declared recession. There has not 
been a period in our recent history as difficult in terms of maintaining sales and satisfactory profit 
eS All of our employees deserve special thanks for their conscientious attitude and sustained 
effort. 


R. K. FRASER, 
President. November 26, 1974 
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RONYX 


(Incorporated under the laws of Ontario) 


CONSOLIDATED BALANCE SHEET... SEPTEMBER 30, 1974 


(with comparative figures at September 30, 1973) (in thousands of dollars) 


ASSETS 
1974 1973 
CURRENT: 
Cash: and -short3terim- deposits sta. 2 creat nse esearch Saeco $ 453 
A GCOS: FECOTWAD 1G cco os acces cokers kes nd ree eee ee 3,716 2,575 
Due! from: athiliated. COMP AMies: vere srecs cee oe caesar se ere nn ea ne 370 59 
INVENTOFIOS: (MOLSA 2) ei, eee nate eco cone oe ty cote entcte 7 cera Le ee ottaur eertarae Cie eee mt cet re 8,074 Site 
Mortgage receivable ns sccm cama-a casters od sucha tcc ee ernment eee er ec ee ee 113 
Prepaid: expenses and other CurrentrdSSetsiaa nc essen ote eater eaeaeeeseeereeee ee 128 194 
otal acurmrent (aSSetsi 9.5 cats, avo vee se eee ene a cee ae ee 12,652 9,002 
INVESTMENT IN AFFILIATED COMPANIES, on the equity basis 2.0.0.0... 1,687 1,052 
MORTGAGESREGEIVABLE Sduer December. iO 4in rere re tne te ete ate rene eres 113 
FIXED (note 3): 
Land; buildings: smachinerycand equipments atucoSter..1. secee ee seeeeenee eee eee 4,330 4,129 
Less-accumulated: depreciation: vac.u-sceccey eee aie eek earn ee cer eee 2,828 2,668 
1,502 1,461 
DEFERRED CHARGES slessaamomizations (nOtO mn (C)) memes aeeraenn ene een = aetna tn nets 618 917 
On behalf of the Board: $ 16,459 $ 12,545 


RONALD K. FRASER, Director 
G. PHILIP MORPHY, Director 


LIABILITIES 


CURRENT: 


Bankmindebtedness a (NOle 1.4) sue cc coma wml terhurathila tee atic coco 
Accountsspayablevandseaccrued ChangeS Gaiciun dew. sists cnt 
iIncomeandzothenstaxesupayabl ern mcs. unas adits koe teatnaeeiacha 


Mortgages payable on land and housing units 
MACS CORSIMUCHOMN(MOLCHO) yes ne ree eee ee asec cc esas nctuo hun ee nes 


Demand notes—payable to affiliated company ..........00...ccccceee 
Current instalments on long term debt (note 6) 20.00.0000. 
Deferred income taxes relating to current assets .00........ceeee 


ROTA CUnKENtAlAbISSm mee erence retare see cere eeeteeeees 
PONGBRER MEO EB Ole sO) memes re menee toni. snatt nee haere easton: 
DEFERRED INCOME ON LAND SALE to affiliated company .................... 
DEEERREDEINGOMEMIAXES me tee a cir catein nues caine outa teers 
SHAREHOLDERS’ EQUITY: 
Capital stock— 


Common shares without nominal or par value: 


Ut OhiZEd—5 600) OOO SHAaneSs sexe ce.ceee ate cncteseoscetaws dnc een estarties 
Issued aS OAR OOM SI ANCS tee etter a eee ee ere nreee oi 


HETAIMC GMC AnMIN GS mre cate re tat acs or eee estat inte wind crt nce ded sucame meneae oul 


See accompanying notes to consolidated financial statements. 


2,240 
2,504 


4,744 
$ 16,459 


327 


2,240 
2,068 


4,308 
$ 12,545 


AUDITORS’ REPORT 


To the Shareholders of 
Ronyx Corporation Limited: 


We have examined the consoli- 
dated balance sheet of Ronyx 
Corporation Limited as at Sep- 
tember 30, 1974 and the consoli- 
dated statements of income and 
retained earnings and changes in 
financial position for the year 
then ended. For Ronyx Corpora- 
tion Limited and for those other 
companies of which we are the 
auditors and which are consoli- 
dated or are accounted for by the 
equity method in these financial 
statements, our examination in- 
cluded a general review of the 
accounting procedures and such 
tests of accounting records and 
other supporting evidence as we 
considered necessary in the cir- 
cumstances. For other companies 
accounted for by the equity 
method, except for Arkton Cor- 
poration Limited for which 
audited financial statements are 
not available as explained in note 
1(a), we have relied on the reports 
of the auditors who have ex- 
amined their financial statements. 


In our opinion these consolidated 
financial statements present fairly 
the financial position of the com- 
panies as at September 30, 1974 
and the results of their operations 
and the changes in financial posi- 
tion for the year then ended, in 
accordance with generally accep- 
ted accounting principles applied 
on a basis consistent with that of 
the preceding year. 


Clarkson, Gordon & Co. 
Chartered Accountants. 


Hamilton, Canada, 
November 18, 1974. 


RONYX corpe 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 
YEAR ENDED SEPTEMBER 30, 1974 (with comparative figures for 1973) (in thousands of dollars) 


1974 1973 

Manufacturing Real estate Total Total 
Lo (SRE ED ia reatted eet eee Neat ad OWN MMI nat bar ere UP Move eral! eh teat AS $ 13,864 $ 9,192 $ 23,056 $ 14,940 
Income from operations before the follOWING— 2.2.0.0 eects $ 735 $ 462 $ 1,197 $ 125 
Accelerated amortization of deferred charges (note 1(C)) ......cccccee 205 — 205 _— 
Preproduction and development costs of deHavilland C7 project (net) .......... 100 — 100 _— 
INCOME TTAXES hot ot nacloe socuxse ee ase io estets SER eee RON En Pare darren RAR ete 180 226 406 28 
Income before income (loss) of affiliated Companies 0.0.0.0... eee 250 236 486 97 
Income from operations of affiliated real estate companies ..................0.cee = 16 16 153 
Provision for loss on investment in affiliated manufacturing company .................. (66) — (66) (25) 
Net; incomeforthes year ai) sus ene uteri ct cee eerie enn Hic Pea esaany tte Aa $ 184 3 2a 436 225 
Retained eamings-at begimmingnots yeate ress iert teeta ere eee rene ee 2,068 1,859 
2,504 2,084 
Deduct dividends paid on cumulative preference shares .........0.....:..cceeeee: 16 
Retainedvearningsyatiiendiof Vea ccevinsc eet, mente oy relate taaee se een oR, $ 2,504 $ 2,068 

Earnings per common share (after deducting dividend requirements on 

preference: shares: in) 1973) i 1 sacra cey cites ae cc aeroem en oy ies erecta ee eaten en enna $  .07 $10 Se lit $ .09 


See accompanying notes to consolidated financial statements. 


RONYX corporation limited 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED SEPTEMBER 30, 1974 (with comparative figures for 1973) (in thousands of dollars) 


SOURCE OF FUNDS: 


Operations— 
Net income for year 
DEPleClatlOnine mrmct ne eee mite th hora st ssh 
Amortization of deferred charges 
Deferred income taxes 


RUMaSminhOMmmOPerallOnSa mctccn ven accrues ern zak eae 
INCLEASEHINEIONGE: CLM GEDE) ...ce seen cxienas «caneoasntesniets 
Decrease in mortgage receivable 
Deferred income on land sale 


APPLICATION OF FUNDS: 


New facilities and equipment (net) .........0000000...... 
DeTerredae ald Csie tasty eter eet at ieee ecatnereu a. 


Increase in investments in affiliated 
COMAP AICS eee ee erie ik ad err eat ccccicnittsoaParct 


DIVIGENGSS D AIG wre te re ert k ohne hh ate ade 
Increase in mortgage receivable .................000000.. 
Decreases in long: termeacebt. 3...2224 a atnevdeanmer act 


INCREASE (DECREASE) IN WORKING CAPITAL .... 
WORKING CAPITAL BEGINNING OF YEAR ............ 


WORKINGSCAPITAE ENDIOR YEAR) 2:2..o 0-4-2042: 


1974 1973 
$ 436 $y e2es 
225 196 
816 297 
(58) 28 
1,419 746 
= 137 
113 — 
181 a 
— 299 
1,713 1,182 
266 239 
517 250 
635 151 
= 16 
— 113 
511 — 
1,929 769 
(216) 413 
4,232 3,819 
$ 4,016 $ 4,232 


CHANGES IN COMPONENTS OF 
WORKING CAPITAL 


Increase (decrease) in current assets— 

Cash and short term deposits ...............:.::00 
ACCOUMS TOCCIVADIO® Aire were nummer ing eres akcts 
Due from affiliated companies .....................0...... 
ITIVENTOTIOS eter ect ene ctu tcdrs et neta em araneemice 


Montgages receivable. cmc cmmen eres oo enae 


Prepaid expenses and other current assets 


Increase (decrease) in current liabilities— 
BankaindebtedneSsin cents tccreset ote oceans oe 


Accounts payable and accrued charges .......... 
Income and other taxes payable .................0... 
Montgages@payable nae s aa tastes wert 
Demand notes payable to affiliated company .. 
Current instalments on long term debt .............. 


Deferred income taxes relating to 
cunrentjassets a... hae erie meee rye 


INCREASE (DECREASE) IN WORKING CAPITAL .. $ 


1974 1973 
(202) $ (204) 
1,141 (257) 

311 22 
2,353 1,714 
113 = 
(66) 50 

3,650 1,325 

2,119 448 
953 (331) 
203 ae 
277 949 
(200) = 
277 142 
237 (296) 

3,866 912 
(216) $ 413 


See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 1974 
(1) Accounting policies — 


(a) 


The consolidated financial statements as at September 30, 1974 include the accounts of the company’s wholly-owned subsidiaries, Grisenthwaite 
Construction Company Limited and W. Grisenthwaite Developments Limited. The investments in affiliated companies which are owned to the 
extent of 50% are not consolidated but are included in the financial statements on the equity basis. 

During the year Ronyx Corporation Limited entered into a joint venture arrangement with Sifton Properties Limited of London, Ontario, each 
owning 50% of Arkton Corporation Limited, which company purchased a condominium project in North Palm Beach, Florida. Since this com- 
pany’s first fiscal period will end on December 31, 1974, audited financial statements are not available. While long range projections indicate 
the venture will be profitable, it is not practicable to assess the realizable value of Ronyx’s investment in the joint venture at September 30, 
1974. Accordingly, Ronyx’s investment in Arkton is carried at cost, comprised of an advance of $523,000 and common share subscription of 
$2,000, which according to unaudited financial statements of the company, also represent equity value. 


Gross profit on contracts is recorded as follows: 

(i) On contracts extending beyond one year billable at a fixed price per unit, the proportion of total estimated gross profit for the entire 

contract applicable to the number of units shipped; 

(ii) On other contracts billable at a fixed price per unit, the actual gross profit applicable to units shipped. 

(iii) On other manufacturing contracts and on residential construction contracts, the percentage of completion method. 
Where it is expected that a loss will be incurred on completion, provision is made for the total estimated loss. In the case of contracts extend- 
ing beyond one year, revisions in cost and profit estimates, which can be significant, are reflected in the accounting period in which the 
relevant facts become known. 
In the case of the Lockheed TriStar program, financing, engineering and tooling costs, and in the case of the Boeing 707 program, financing 
costs have been deferred in the accounts and are being amortized by charges to income as units are shipped. The amortization rate for the 
TriStar program which will extend over several years is currently based on Lockheed’s firm orders for 144 aircraft and options for a further 
57 comprising 201 aircraft compared with the original program projection of 352 aircraft which was used in prior years. The acceleration of 
the amortization rate resulted in a charge against current year’s income before taxes of $205,000 relating to units shipped in prior years. Fleet 
has delivered 114 shipsets. The amortization rate for the Boeing 707 is based on firm orders. 
Engineering and tooling costs applicable to other programs are included in work in process to the extent recoverable. 


(2) Inventories — 
Inventories are valued at the lower of cost and net realizable value and consist of the following: 


1974 1973 
(in thousands of dollars) 


Manufacturing: 


Work in progress (after deducting progress payments of $829,000 in 1974 and $477,000 in 1973) ........... $ 3,039 $ 25357, 
Raw materials and: SUPplis: <2. ins eked. sec seec.tuccese secre co acento ene nR ree eet Ree een cr ne ecto eee ne ere ene 1,519 978 
4,558 3,335 

Real estate group: 
Wr 11) PKOGQKeSS 300d sactsicn cine datace sick cSocey AGB a os ae sath tes SE EST Ae ne EE ee renee Ee 2,765 1,305 
LaAtid FOr TESaleswcscsccadissciban vesin Sanco ccheaeunds alicannctaneaie statu rvectece Cee oe IE e cas Ree TET aL ae oe aCe ae RY Ce ne 751 1,081 
3,516 2,386 


$8074 $5,721 


(3) Fixed assets — 


Fixed assets consist of the following: 1974 1973 
Accumulated Net book Net book 
Cost depreciation value value 
Manufacturing division: (in thousands of dollars) 
Eands (approximately, lo2sacres: InFOre Erie) fc..s vereeeac essere $ 41 $ —_ $ 41 $ 41 
BUM GING Steere rete eee he arr he tac 5 Ae geen eles sivadoes este Siieusen cas caeap ica 1,483 723 760 814 
MACHINENY Band meGuipmen ties sec ee ec. cere toes k as. cesta reece, claleeoee cneee 2,582 1,969 613 522 
4.106 2,692 1,414 LU MTE 
Real estate division: 
Furniture, fixtures, equipment and leasehold improvements ............ 224 136 88 84 
$ 4,330 $ 2,828 $ 1,502 $ 1,461 
Depreciation is computed as follows: 
OnRAiImMinisningmbalancem=s DUNCUNGS er eet rate icecream mrtg tan crit st ak Seta Rea eaere tae Maan a. a ars ache 5% or 10% 
MachinenysiUrniturem and) equipmentve: ccs areneecenesseteeestccetcrsee cree ee 20% 
AUTOMODILE Sime are er ec ean eed ae eee ee hee ns et Oe, oN A 30% 
On straight-line basis - EeAaseholdmimproviementSoeecresetsces cee cater cnt Menten etn nomen nsec, Term of lease 


(4) Bank indebtedness — 


Bank indebtedness includes a loan to the manufacturing division of $1,661,000 which is repayable on demand and is secured by a $3,000,000 deben- 
ture with a first floating charge on all company property and assets, pledge of book debts and inventory. The real estate division has a bank loan 
of $1,500,000, which is secured by a temporary deposit account of $577,000, assignment of book debts and life insurance, a first collateral mortgage 
on 10.2 acres valued at $969,000 and hypothecation of shares of certain affiliated companies. 


(5) Mortgages payable on land and housing units under construction — 
Mortgages and other amounts owing on land and housing units under construction consist of the following: 


1974 1973 

(in thousands of dollars) 
MOG AGE SmOlim Aiicl meeectmmnsmnne tear teeters ete cee Aon. Ui ts teks dee sue te changes wncacanaetemuatee tn Masuceamar ace: smear meee emer eea an $ 136 SSO 
MotidagesadVancessOniwonkain) PlOGlCSS i ceensk ca ceae seacu sc oscenssyaenceeasscccancavueestesevaeee: BESSA RA tietreah ss penne Choe aston oes cat ee 1,185 733 
CUSLOMEIMACPOSILG: Olghl OUSIMCsUMiCS mens rere ens eereran nett: oeeeeig acer en seta enatar tuane ee setae an agate csatan Ceanticraaurt ese eee toda ene 48 8 


$ 1,369  $ 1,092 


RONYX 


(6) 


Long term debt — 


The long term debt of the manufacturing division consists of the following: 
1974 1973 


(in thousands of dollars) 


Capitalized lease agreement with Citicorp Leasing International Inc. for generating equipment, due 


September: 30; 1978) ava secisecsdosciudun axcusoe cased coats ageless sete ESO Cer Re ere TO try cet SU cr ree Seer ec ane $ 59 $ 73 
Repayable portion of non-interest bearing federal government assistance payments for purchase of 
machine: tools—due ‘October. 2, 1974s i x rcesayne cece a merce cae eter mee Sateen ere ea cee ce tate en este erat ce Eee aes oaceree are ee _ 113 
—<due January 30;. 19.79 oon asia csi ewe corte ae strtn ove eae ime oss Vath tomeeec soem ose sarattin sete Meco nea pee eee ns seteentanerioe 45 — 
84% mortgage debenture payable to Ontario Development Corporation for additions to manufacturing 
plant secured by specific mortgage on the land and buildings, due July 15, 1980 2.0.0.0... 203 230 


Term bank loan for the financing of the Lockheed TriStar program, due June 30, 1982, secured by a $3,000,000 
debenture with a second floating charge on all company property and assets and a second pledge of 


accounts’ receivableandsInvemtOnies: Scietccterceceeecee ene tee as rere etree ne Re rer eC geet re ee eee ee eon aes 2,875 3,000 
3,182 3,416 

Less: principal: repayments: dueswithin One year, verse ceesnces ac cst oe ereces rane eee ean ater tcer ieee tes neta ee ea ee eye eee 553 276 
$ 2,629 $ 3,140 


The remaining long term debt requirements payable for the fiscal years 1975 to 1979 are as follows: 
1975—$553,000; 1976—$555,000; 1977—$558,000; 1978—$498,000; 1979—$295,000. 


(7) Contingent liabilities — 


(8) 


In prior years the cost of certain fixed asset additions was reduced by the proceeds of a forgiveable loan from the Ontario Development Corpora- 
tion in the amount of $218,000. The loan, of which $65,000 has been forgiven at September 30, 1974, is secured by the same mortgage as the 8% % 
mortgage debenture (note 6). The remainder of $153,000 is forgiveable over three years providing the company continues its present operations. 


The company is contingently liable under guarantees and other commitments in the amount of $5,100,000. 


Retirement plans — 

At the year end the company revised the pension plans for the employees of the manufacturing division providing increased past service benefits 
as a result of a new labour contract. The total unamortized past service costs under retirement plans of the company at September 30, 1974, based 
on estimates by independent actuaries, amounted to $2,475,000. These costs, which are not included in the accompanying financial statements, 
are being amortized and charged to operations over the period to 1989. 


Statutory information — 

The aggregate direct remuneration paid or payable by the company and its consolidated subsidiaries to the directors and senior officers of the 
company as defined by The Business Corporations Act of Ontario amounted to $280,000 in fiscal 1974. 

Interest paid during the year on long term debt amounted to $355,000 and and other debt amounted to $223,000, of which $412,000 was added to 
deferred charges (note 1(c)). The interest element of deferred charges amortized against the current year’s income is $585,000. 

Depreciation deducted in arriving at income from operations amounted to $225,000. 
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CONSOLIDATED STATEMENT OF NET EARNINGS 


(unaudited) (in thousands of dollars) 


yh 


"Sales . 


Earnings (loss) from operations before income taxes 
Income Taxes 


Earnings (loss) before earnings of affiliated companies .... 


Earnings from operations of affiliated companies 
Earnings) before? the following eres. seen 


Accelerated amortization of deferred charges 
less income taxes (68) 


Net earnings per common share 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Manufac- 
turing 


Six Months ended March 31 


1974 


Real 
Estate 


$ 2,892 


135 
68 


(unaudited) (in thousands of dollars) 


SOURCE OF FUNDS: 


Operations— 
Net earnings for six months 
Depreciation 
Amortization of deferred charges 


Accelerated amortization of deferred charges heey a 


Funds from operations 


Decrease in investments in affiliated companies i 


APPLICATION OF FUNDS: 
New facilities and equipment (net) 
Deferred charges 
Increase in investments in affiliated companies . 
Dividends paid on preference shares ees 
Decrease in long term debt ... 
Increase in mortgages receivable 


Decrease in deferred income taxe€S ........cccccee crete 


INCREASE (DECREASE) IN WORKING CAPITAL .... 


WORKING CAPITAL AT BEGINNING OF YEAR ................ 


WORKING CAPITAL AT END OF YEAR .... 


CHANGES IN COMPONENTS OF WORKING CAPITAL: 
Increases (decreases) in current assets: 
Cash Beat oraathc ; 
Accounts receivable : Se Lee 
Due from affiliated eS 
Inventories 


Increase (decrease) in current liabilities: 
Bank indebtedness ...... 
Accounts payable and accrued charges 
Mortgages payable ...... 

Demand notes payable to affiliated company . 
Current instalments on long term debt 


Deferred income taxes relating to current assets .... 


INCREASE (DECREASE) IN WORKING CAPITAL 


Total 
Y $ 9,145 


641 
281 


271 
0.11 


1973 


 jotal 


ERS | TRS 


(46) 

(19) 

(27) 
93 
66 


“$s 


66 
~~ $. #0103 


Six Months ended 


March 31 
1974 1973 
$ 271 $ 66 
102 93 
185 148 
eh (it 
718 307 
ieee S182 wii 
1,036 307 
179 38 
141 114 
116 
16 
239 73 
349 
68 
976 354 
60 (47) 
4,232 3,819 
$ 4,292 S Sante 
$ (245) $ (134) 
(589) (395) 
369 (15) 
2,289 (256) 
(17) 22 
1,807 (778) 
1,508 (154) 
497 (580) 
(376) 25 
(300) 
203 i 
215 (23) 
1,747 (731) 
$ (47) 


$ 60 


TO THE SHAREHOLDERS: 


Consolidated sales for the first half were $9,145,000 
compared with $7,367,000 for the corresponding period 
of the previous year and, after providing for accelerated 
amortization of deferred charges, net income after taxes 
was $271,000 compared to $66,000. 


MANUFACTURING DIVISION—FLEET INDUSTRIES 


There was an overall improvement in the results of 
the manufacturing division with sales for the current half 
year at $6,253,000 which was $2,508,000 over the first 
half of the previous year. Similarly, net earnings at 
$201,000 compared with a net loss of $55,000. 


The preproduction costs on the Lockheed L-1011 
TriStar program, treated as deferred charges in the 
accounts, are being consistently amortized as units are 
shipped based on Lockheed’s projection of 352 aircraft 
sales, for which approximately 135 firm orders have been 
received with options for an additional 70. Ronyx has 
decided to accelerate the amortization rate as a matter 
of prudent policy in the possible event that 352 aircraft 
are not sold. Accordingly, for the first half year, deferred 
charges have been reduced further by $160,000 which, 
after reflecting income tax reductions of $68,000, has 
been charged to the earnings statement. If the policy 
of accelerated depreciation is continued through the 
remainder of this fiscal year, the deferred charges will 
be effectively amortized over 268 units. 


The increasing volume of activity, which was men- 
tioned in the 1973 annual report, has continued and 
average emp!oyment for the first half was 688 compared 
with an average of 458 for the last fiscal year. As of this 
date, employment stands at 733. The increase is mainly 
attributable to increased production rates on the de 
Havilland C6 Twin Otter and the McDonnell Douglas DCQ, 
the new order from Lockheed Electronics for the hard- 
ware portion of the U.S. Navy shipboard fire control 
system and the start of component fabrication for the 
Boeing 707 fin and rudder. The first 15 sets of the 
Boeing order were basically assembly operations. 


The order backlog stands at $22,400,000 with future 
options of $19,500,000 not yet booked. Orders booked 
in the first half amounted to $6,900,000. Apart from 
orders for repeat business, a new contract was placed 
by Boeing of Canada for wing to body fairings on the 
new 747 SP. 


The inflation level and the volatile market conditions 
affecting raw material prices, bank interest and foreign 
exchange rates on existing firm fixed price contracts 
have begun to have some adverse effect on earnings. 
However, it is expected that the results for the second 
half will be comparable to those reported for the first 
half. 


REAL ESTATE DIVISION—RONARK DEVELOPMENTS 


On sales of $2,892,000 compared with $3,622,000 f 
the first half of the previous year, net earnings we 
$70,000 compared to $121,000. 


RONYX corporation limited 


CONSOLIDATED STATEMENT OF NET EARNINGS 


(unaudited) (in thousands of dollars) 
Six Months ended March 31 


1974 1973 
Manufac- Real 

wa turing Estate Total _ Total 
Sales acc GR da. ee $ 6,253 $ 2,892 Y$ 9145 + $ 7,367 
Earnings (loss) from operations before income taxes ........ 506 135 641 (46) 
Income Taxes ste ook bias RRO a ee tea et 213 68 281 (19) 
Earnings (loss) before earnings of affiliated companies...  +~—-293 67 360 (27) 
Earnings from operations of affiliated companies .............. 3 3 93 
Earnings: before thesfollowing) eemen. kee en eee 293 70 363 66 

Accelerated amortization of deferred charges ss 
less income taxes (68) ........0.... Men eo et socadoaadbnnn 92 92 

é” Net-eamings fomsixamonth sie: o eet ene een $ 201 $ TON SiS 271 Ais 66 


ce Netlcarningsspemicommonish ance neste enc: te eee tee ee u $ 0.11 uv $ 0.03 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(unaudited) (in thousands of dollars) 
Six Months ended 


March 31 
SOURCE OF FUNDS: 1974 1973 
Operations— 
Netieanings: for six: MmoOnthsh. cme tet erence Smee th. $ 271 $ 66 
Deprectation: c.8 dalieth baka eae Geaeetetes tthe reee ee eee a see 4 eee ee 102 93 
Amortization of deferred charges .... Pater... Sock een ee 185 148 
Accelerated amortization of deferred charges ae ey SMe oe : 160 
Funds frOMmiODErationS.y5.1cet ner eee ee ee a ; A Rade Mehta rene 718 307 
Decrease in investments in affiliated companies ae ace res. Se eee 318 
1,036 307 
APPLICATION OF FUNDS: 
New facilities and equipment (net) 0.000... ane - Pte 179 38 
Defenied Changesmiem.\.t.s ce. eeten ter een arte ices eee eet -;. - hassles Bk Tete oe ee 141 111 
Increase in investments in affiliated COMPAaNniCSs ame. 22d eee 116 
Dividends#paid onipreference \shanesimen. eee ee eee sak deorke, 16 
Decrease jin) longi tenme@debt) tose yearn eee eee enter. Od ccd ad eee BERS A pen ain ch 239 ss 
Increase in mortgages receivable 0... 0... rece saeco 5 < , Aree 349 
Decrease in deferred’ incOME taxX€S ....0.... ccc teers reser eevee MEERA CA ccck hs 68 
976 354 
INCREASE (DECREASE) IN WORKING CAPITAL ............. ; mee 60 (47) 
WORKING CAPITAL AT BEGINNING OF YEAR. ...........0.05. : ss ae 4,232 3,819 
WORKING CAPITAL AT END OF YEAR oy no. wa EE AS a $ 4,292 $7 S72 
CHANGES IN COMPONENTS OF WORKING CAPITAL: 
Increases (decreases) in current assets: 
Cash is St he eee ee eee eee L dos 0S ee mm é! z $ (245) $ (134) 
Accounts receivable ............ Me De et eo), RAE ENB (589) (395) 
Due from affiliated companies «ooh tn th eee FE EM ee Pee en ies Ale. 369 (15) 
Inventories ...... PME ceeds cos Suds os ch Sativa ence Nee EE 2,289 (256) 
Prepaid expenses ‘and other current assets 0... itch ds begeen eee ee (17) 22 
1,807 (778) 
Increase (decrease) in current liabilities: 
Banktindebtednessn Sin. e nee meee MU eo oes dandy dee eee oe, 1,508 (154) 
Accounts payable and accrued CNALQOS sce ran eneeb erie - si Re Pe IS ee 497 (580) 
Mortgages payable ....... Nee eRe oo ite ae eee (376) 25 
Demand notes payable to affiliated. company BAe ID 3-2 Sees See (300) 
Current instalments on long term debt 0.0... rE Sra 203 1 
Deferred income taxes relating to current assets .... Pde 215 (23) 
1,747 (731) 


INCREASE (DECREASE) IN WORKING CAPITAL .. anes ; $ 60 $ (47) 


TO THE SHAREHOLDERS: 


Consolidated sales for the first half were $9,145,000 
compared with $7,367,000 for the corresponding period 
of the previous year and, after providing for accelerated 
amortization of deferred charges, net income after taxes 

was $271,000 compared to $66,000. 


MANUFACTURING DIVISION—FLEET INDUSTRIES 


There was an overall improvement in the results of 
the manufacturing division with sales for the current half 
year at $6,253,000 which was $2,508,000 over the first 
half of the previous year. Similarly, net earnings at 
$201,000 compared with a net loss of $55,000. 


The preproduction costs on the Lockheed L-1011 
TriStar program, treated as deferred charges in the 
accounts, are being consistently amortized as units are 
shipped based on Lockheed’s projection of 352 aircraft 
sales, for which approximately 135 firm orders have been 
received with options for an additional 70. Ronyx has 
decided to accelerate the amortization rate as a matter 
of prudent policy in the possible event that 352 aircraft 
are not sold. Accordingly, for the first half year, deferred 
charges have been reduced further by $160,000 which, 
after reflecting income tax reductions of $68,000, has 
been charged to the earnings statement. If the policy 
of accelerated depreciation is continued through the 
remainder of this fiscal year, the deferred charges will 
be effectively amortized over 268 units. 


The increasing volume of activity, which was men- 
tioned in the 1973 annual report, has continued and 
average emp!oyment for the first half was 688 compared 
with an average of 458 for the last fiscal year. As of this 
date, employment stands at 733. The increase is mainly 
attributable to increased production rates on the de 
Havilland C6 Twin Otter and the McDonnell Douglas DC9Q, 
the new order from Lockheed Electronics for the hard- 
ware portion of the U.S. Navy shipboard fire control 
system and the start of component fabrication for the 
Boeing 707 fin and rudder. The first 15 sets of the 
Boeing order were basically assembly operations. 


The order backlog stands at $22,400,000 with future 
options of $19,500,000 not yet booked. Orders booked 
in the first half amounted to $6,900,000. Apart from 
orders for repeat business, a new contract was placed 
by Boeing of Canada for wing to body fairings on the 
new 747 SP. 


The inflation level and the volatile market conditions 
affecting raw material prices, bank interest and foreign 
exchange rates on existing firm fixed price contracts 
have begun to have some adverse effect on earnings. 
However, it is expected that the results for the second 
half will be comparable to those reported for the first 
half. 


REAL ESTATE DIVISION—RONARK DEVELOPMENTS 


On sales of $2,892,000 compared with $3,622,000 for 
the first half of the previous year, net earnings were 
$70,000 compared to $121,000. 


Projects currently under way are on target as to timing 
and budget. These include 214 townhouses in London 
in two locations, 188 single family homes in Stoney 
Creek, Chatham, Woodstock and Wallaceburg, 37 town- 
houses in Kitchener being built under our joint venture 
agreement with Major Holdings and Developmenis 
Limited, a 91 unit senior citizens’ apartment building in 
Sarnia for Ontario Housing Corporation and an 82 unit 
townhouse condominium project in St. Catharines. 


The total value of the uncompleted portion of develop- 
ment under construction at the end of the six month 
period and the work to be started before the fiscal year 
end is approximately $20,000,000. This figure breaks 
down as follows: 


Contract housing ... ee eee med fe Rene cA Yo. 
Condominium townhouses for sale ... . 89% 
Single family houses for sale ................... 11% 
Rental accommodation .................... hide POY 


Development work is proceeding on our previously 
announced joint ventures with Calvert-Dale Estates 
Limited in Brampton (86 acres), Ellis Don Limited in 
London (58.1 acres) and the Fraleigh interests in London 
(135 acres). 


Arkton Corporation Limited, a company in which 
Ronark and Sifton Properties Limited of London, Ontario 
each owns 50% of the issued shares, has purchased a 
condominium project in North Palm Beach, Florida, 
known as “‘Twelve Oaks.” The site, containing 23 acres 
of land fronting on Lake Worth, is heavily treed and 
zoned for 351 low rise units. Services are installed and 
construction is under way on three buildings containing 
54 units with a substantial number of sales already made. 
This project is scheduled for completion over a three 
year period with potential sales of $25,000,000 and it 
is the intention of the shareholders that it will constitute 
the basis for a continuing Florida operation. 


Ronark has been accumulating, through direct pur- 
chase and joint ventures, a substantial land bank. While 
the usual zoning and servicing delays have been en- 
countered, indications are that the second half of the 
year will be significantly larger in sales and net income, 
which should make the year one of the best in our recent 
history. 


AFFILIATE—SANDTRON ELECTRONIC 
INDUSTRIES LIMITED 


This small but growing company specializing in the 
marketing and manufacture of industrial process controls 
is now entering its second year since Ronyx Corporation 
Limited acquired a 50% interest in the business. There 
is increasing interest in our technology and a continu- 
ing improvement in sales. It is anticipated that overall 


- results will be more encouraging this year. 


R. K. Fraser, 
President. 


May 21, 1974 
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